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AMEMBASSY KINGSTON 
AMEMBASSY LONDON 
AMEMBASSY MEXICO 
AMEMBASSY OTTAWA 
AMDMBASSY PARAMARIBO 1267 
AMEMBASSY THE HAGUE 

CONFIDENTIAL GEORGETOWN 1 164 

E.O. 11652: GDS 

TAGS: EAID, EFIN, CARICOM, TD, GY 
GOTT FINANCIAL ASSISTANCE FOR GUYANA 

REF: PORT OF SPAIN 1407 

1 . PROVIDED HEREWITH ARE GENERAL OBSERVATIONS ON THE CURRENT 
ECONOMIC SITUATION IN GUYANA AS REQUESTED REFTEL. WE ARE, 

HOWEVER, SOMEWHAT LEERY OF BECOMING A FACTOR OF INFLUENCE- 
NEGATIVE, POSITIVE OR NEUTRAL-IN GOTT/GOG NEGOTIATIONS 

FOR SEVERAL REASONS. GIVEN THE GOG'S CONCERNS RE ECONOMIC 
DESTABILIZATION, US ANALYSIS PROVIDED TO THE GOTT COULD BE 
INTERPRETED AS INTERFERENCE. THE GUYANESE SEEM TO HAVE 
EXCELLENT MIDDLE-LEVEL CONTACTS IN GOTT AND OTHER GOVERNMENTS 
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OF THE AREA AND MIGHT GET FEEDBACK CONCERNING EMBASSY 
PRESENTATION. ACCORDINGLY, IF SOME OF THIS INFORMATION 
IS GIVEN TO GOTT OFFICIALS, WE URGE THAT DISCRETION BE 
USED. 

2. DURING 1976, GOG EXPENDITURES FAR EXCEEDED REVENUES. 

WHILE IMPORTS DECREASED. SUGAR AND BAUXITE EARNINGS 
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DROPPED SIGNFICANTLY. THE ENSUING TRADE DEFICIT DEPLETED 
FOREIGN RESERVE HOLDINGS. DOMESTICALLY, FISCAL REVENUES 
EXPANDED LESS THAN PUBLIC EXPENDITURES. RATHER THAN 
REDUCE CURRENT EXPENDITURES WHICH WOULD LEAD TO REDUCTIONS IN 
THE LEVELS OF EMPLOYMENT, THE GOG DECIDED TO CUT BACK 
GOVERNMENT CAPITAL AND PRIVATE CONSUMER AND CAPITAL 
EXPENDITURES THROUGH IMPORT CONTROLS. NEEDED DOMESTIC 
CURRENCY WAS RAISED BY INCREASING THE DOMESTIC MONEY 
SUPPLY AND BY ISSUING TREASURY BILLS AND DEBENTURES. 

FOREIGN RESERVE HOLDINGS WERE TO BE REPLENISHED BY THE 
SPRING HARVESTS. 

3. GOG ESTIMATES ANTICIPATED IMPROVEMENTS DURING THE 
FIRST HALF OF 1977 IN BAUXITE AND SUGAR INDUSTRY PER- 
FORMANCES. UNFORTUNATELY THESE IMPROVEMENTS HAVE NOT 
MATERIALIZED. IMPORTS HAVE BEEN REDUCED FURTHER. HOWEVER, 

THE TIME LAG REQUIRED TO IMPLEMENT THESE CONTROLS AS 
WELL AS THE RELIANCE OF THIS ECONOMY ON IMPORTS HAS 
LIMITED THE ABILITY OF THE GOG TO BALANCE IMPORTS AND 
EXPORTS IN THE SHORT-RUN. THIS HAS CAUSED A STEADY 
DETERIORATION OF GUYANA'S NET FOREIGN RESERVE POSITION. 

WE ESTIMATE CURRENT NET FOREIGN RESERVES TO TOTAL MINUS 
G$ 1 00 MILLION. 

4. GUYANA'S RESILIENCE TO A LARGE DEGREE DEPENDS ON THE 
SUGAR AND BAUXITE INDUSTRY. BAUXITE PRODUCTION SHOULD 
INCREASE NEXT YEAR. PRICES, ESPECIALLY FOR CALCINED 
BAUXITE, SHOULD REMAIN FAVORABLE FOR PRODUCERS. SUGAR 
REMAINS "IFFY,” HOWEVER, AND SUGAR IS GUYANA'S TRADITIONAL 
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MAJOR EXPORT EARNER. THE FAILURE OF THE INTERNATIONAL 
SUGAR AGREEMENT NEGOTIATIONS AND WEATHER CONDITIONS MAKE 
IMPROBABLE ANY SHARP INCREASE IN REVENUES SOON. 

5. CURRENT USAID PIPELINE TOTALS US$7.1 MILLION. THE 

US IS ALSO NEGOTIATING A US$1 MILLION LOAN FOR MID-LEVEL 
MANAGEMENT TRAINING, AND IS CONSIDERING SEVERAL NEW SMALL 
BILATERAL AID PROJECTS. 

6. GUYANA HAS APPROXIMATELY US$27.5 MILLION IN EXTERNAL 
DEBT PAYMENTS TO MAKE IN 1977. SUBSTANTIAL PAYMENTS ARE 
DUE TO THE UK, EURO-MONEY BANKS AND BOOKER MCCONNELL LTD. 

IN ADDITION, GUYANA WILL EXPERIENCE A CONSIDERABLE TRADE 
DEFICIT AGAIN THIS YEAR DESPITE IMPORT RESTRICTIONS. 

TOP GOG OFFICIALS CLAIM THAT THEY NEED US$100 MILLION 
FROM EXTERNAL SOURCES TO MEET GOG OBLIGATIONS THIS YEAR. 
BLACKEN 
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